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REVIEWS 



MOORE'S LAWS OF WAGES 1 

It is with no little diffidence that I undertake a notice 
of Professor Moore's book. The mathematical tool is not 
at my command, and I can only accept with gratitude the 
results of its use by Professor Moore. Of his mastery of 
it there can be no doubt; nor can there be doubt of the 
high scholarly quality shown throughout this volume. 
Professor Moore brings to his task a wide acquaintance 
with the most difficult parts of the literature of economics 
and statistics, a full appreciation of its large problems, 
a judicial spirit, and a dignified style. He is one of the 
select few who are able to apply the methods of physical 
science to social phenomena, and has high hopes for the 
progress of economics under these methods. His book is 
intended to give examples of the results which may thus 
be reached. Regarding these results, as they impress a 
non-mathematical economist, I venture to say something. 

The several chapters take up certain laws of wages, and 
their statistical confirmation. The topics may be divided 
into several groups: the relation of wages to the means of 
subsistence and the standard of living; the relation of wages 
to strikes and to large-scale production; and, most interest- 
ing of all in its bearing on economic principles, the relation 
of wages to the specific productivity of labor. This is not 
the order in which the subjects are arranged in the book, 
but is that in which it will be convenient to consider them 
here. Needless to say, in all of them Professor Moore 
recognizes the existence of two distinct problems. On the 

1 Laws of Wages, an Essay in Statistical Economics By Henry Ludwell Moore, 
Professor of Political Economy in Columbia University New York The Macmillan 
Co Pp. 196 

611 



512 QUARTERLY JOURNAL OF ECONOMICS 

one hand, there is the question what sort of correlation in 
fact exists: how wages are found to vary with the cost 
of subsistence, or to be raised when there are strikes, or to 
be higher or lower as production is on a larger or smaller 
scale. On the other hand, there is the more fundamental 
question of the explanation of the correlation: whether 
the connection is one of cause and effect, or (say) of the action 
of a third cause on both the compared phenomena. On 
the first set of problems, the existence and extent of correla- 
tion, I can do no more, to repeat, than accept gratefully 
Professor Moore's skilful and lucid exposition. On the 
second set, I confess to some doubts and difficulties. 

On the group of problems first considered in the book, — 
the relation of wages to the price of necessaries and to the 
standard of living, — Professor Moore uses the French 
Report of 1893-97 on wages. Comparing the different 
departments of France, he finds that there is no such correla- 
tion between wages and the cost of subsistence as to indicate 
a close relation, still less a causal relation. But he does 
find a close correlation, tho " not so high as to justify the 
inference of a cause and effect relation " (page 176), between 
wages and the standard of living. The standard of living 
is measured by the ordinary prix de pension, or price of 
board and lodging, in the different departments. Pro- 
fessor Moore explains (in a footnote, p. 38) that the prix 
de pension absorbs 76 per cent of the wages of unskilled 
laborers, and " therefore represents with a high degree of 
accuracy the effort of the unskilled laborer to maintain a 
standard that varies from department to department." 
I gather that he believes mere habituation, and insistence 
on better board and lodging, operate to bring about higher 
wages. It may be so; but possibly the connection runs 
the other way, — higher wages, due to other causes, may 
lead the laborer to spend more liberally on his pension. 
Local variations in wages are doubtless greater than econo- 
mists have usually assumed, and little has been said about 
their causes. It would seem to be clear, however, that 
Professor Moore's method of inquiry throws no light on a 
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more fundamental relation between wages and the standard 
of living, — that which is connected with the movement 
of population. We might expect, for example, that the 
birthrate would decline if wages were below a given standard 
of living, and rise if they were above it Perhaps, in a 
strict sense, this is the only causal connection between 
wages and the standard of living which could be considered 
permanent. 

A second set of inquiries in the book relates to the influence 
on wages of labor organizations and strikes, and of large- 
scale production. On the former Professor Moore uses the 
United States Department of Labor's Report on Strikes 
and Lockouts (1906). He finds that strikes ordered by 
labor organizations are somewhat more likely to succeed 
than strikes not so ordered; that strength of organization 
goes with probability of success; and that the greater the 
duration of a strike, the less its probability of success. Pro- 
fessor Moore would be the last person to say that these 
were novel conclusions; we are none the less indebted for 
their exact and guarded formulation. On the other point, 
the relation of wages to large-scale production, the results 
are distinctly novel. On the basis of Italian statistics 
it is concluded that the larger establishments pay the higher 
wages, select the younger and more efficient laborers, give 
more employment and more continuous employment; and 
on the basis of French statistics, that their working day 
is shorter. These interesting generalizations unfortunately 
seem to rest on narrow data. Most of them are derived 
from an Italian investigation of 1905 on the employment 
of women in the textile industries of that country (excluding 
silk). We cannot be sure that the same results would be 
found in countries like England, Germany, the United States. 
One would much wish to ascertain whether the same correla- 
tions appeared in the more advanced countries. 

We come finally to those parts of the book which have 
most interest for economic theory, — on the relation of 
wages to the productivity of labor. Professor Moore finds 
that the specific productivity theory is verified by his re- 
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suits. But the significance of these results depends very 
much on the sense in which one takes the theory. I confess 
that I had understood it in a different sense from that of 
Professor Moore; or rather, the difficult and disputable 
points seem to me different. 

Every economist is familiar with the distinction between 
the causes that act on general wages and those that act on 
the wages of particular individuals or particular groups. 
As regards the former, we are still floundering; as regards 
the latter, we are on comparatively firm ground. As regards 
general wages, we have discarded the wages-fund doctrine 
and the residual-claimant doctrine, and we are now threshing 
out the specific-product doctrine. But on particular wages 
there never has been occasion to revise older theories to the 
same extent, and there is now an approach at least to a 
consensus of opinion. Adam Smith's teachings on the dif- 
ferences of wages are still useful as a starting point; Cairnes's 
doctrine of non-competing groups made clear the problem 
and the direction in which to look for its solution; the 
marginal principle supplies the key. Relative wages depend 
on the marginal efficiency of each several kind of labor; 
a conclusion which is in the nature of a corollary to the 
proposition that the exchange value of commodities and 
services depends on their marginal utility. One may use 
the phrases " marginal efficiency " or " marginal serviceable- 
ness " or " marginal productivity " or " specific productiv- 
ity"; they mean essentially the same thing. A more 
efficient worker gets more than a less efficient. On all 
this we are agreed, and on the main lines of explanation. 

But the statements that there is a separable product 
of labor, distinct from the product of capital, and that the 
general rate of wages depends on this specific product of 
labor, seem to involve different reasoning; and it is reasoning 
on which we are by no means agreed. Some of us believe 
that these propositions (taking them together) lead to 
reasoning in a circle. Such, for example, is the opinion of 
Professor Bohm-Bawerk; such seems to be that of Professor 
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Marshall. 1 These two things, at all events — particular 
wages and general wages — do not seem to be kept distinct 
with sufficient clearness in Professor Moore's pages. Most 
of his calculations and correlations on specific productivity 
relate to relative wages, and have no significance as regards 
general wages. In Chapter IV, he considers the distribution 
of ability and its effects on relative wages; and, in Chapter 
VI, the variation of wages with age and with the efficiency 
that depends on age. These are interesting and valuable 
discussions. But they have no probative force as regards 
the difficult and disputed problem, — how disentangle the 
product of labor in general from that of capital in general. 

The only passages that bear on this disputed problem 
are in Chapter III; and even here they seem to me of doubt- 
ful pertinence. The data are the wages of coal miners in 
different regions of France. They are considered in three 
parts. In the first part, it is shown that, "in an industry 
in which labor plays the chief r61e," wages (in money) vary 
with the total product (in money). This may signify a 
mere monetary change; it is consistent with almost any 
theory of wages except the " iron law." In the second and 
third parts, it is maintained that the share of the product 
which goes to laborers becomes larger as there is increase 
in the proportion of capital (assumed to be indicated by 
amount of machine-power); and that, in different parts of 
France, the share of the laborers increases most rapidly where 
the relative amount of capital increases most rapidly. Both 
of these results, as is emphasized by the italics which I have 
used, relate to the share or proportion of product going to 
the laborers, not to wages per man. At the very outset 
(Introduction, p. 7) Professor Moore states the theory as 
one relating to " the share of the product that goes to the 
whole class of laborers in the form of general wages "; and 

1 See B6hm-Bawerk's article in this Journal for Feb. 1907, vol. xrd, p. 247 Mar- 
shall remarks that " illustrations of this kind [the diminution of output from succes- 
sive increments of capital] cannot be made into a theory of interest, any more than 
into a theory of wages, without reasoning in a circle " Principles of Economics, 6th 
edition, p 619 I have stated my own opinion in an article in this Journal for May, 
1908, vol xxii, p 333 
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to this form of the doctrine his illustrations and correlations 
are confined. 

I had always supposed, however, that the specific pro- 
ductivity theory of distribution was concerned not with 
the proportions between total wages and total interest, but 
with the rates of wages and interest. Such seems to be the 
necessary implication of the reasoning on which it is based. 
When it is said that the addition of successive units of 
capital causes the specific product of capital to fall, the 
conclusion would seem to be one relating to the unit of 
capital and to the return per unit. The absolute amount 
going to capital may none the less rise, and the proportion 
of the total product going to capital may also rise. Not- 
withstanding a lowered rate of interest (assuming this to 
follow from a lowered return per unit), a large principal may 
secure a higher absolute amount of interest; and it may also 
secure a larger share of the product of industry. Similarly, 
when it is argued that an increase in the number of laborers 
(capital remaining the same) causes the specific product of 
labor to be less, it seems to be meant that wages per man 
become less; and, conversely, that wages per man become 
greater if there is diminution in the number of laborers as 
compared with capital. 

I might hesitate to interpret the specific-product doctrine 
in this way were it not that the same interpretation appears 
in Professor Moore's own pages. He writes that Professor 
Clark has shown that " a reduction in the average amount 
of capital with which a laborer works " brings about " a 
fall in the general rate of wages " (p. 57 ; the italics are 
mine). And again, in the same paragraph, the " general 
rate of wages " is referred to, in an exposition of Professor 
Clark's views. Yet the next paragraph begins, " Our pres- 
ent query has this form: does fluctuation in the laborer's 
relative share of product vary directly with the fluctuation 
in the relative amount of machine power with which he 
works ? " The italics are again mine; they point to my 
reasons for thinking that Professor Moore's figures relate 
to a problem different from that of the specific-product 
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doctrine. They are not inconsistent with that doctrine; 
but they do not seem to me to confirm it. 

Quite apart from their theoretical bearings, Professor 
Moore's results on relative shares seem to me too good to 
be true. He notes that they rest on a " narrow statistical 
basis " (p. 66) ; and they are hardly in accord with familiar 
facts. No doubt it is true that capital increases in modern 
countries faster than the number of laborers; that capital 
per man becomes greater; that the rate of interest shows 
on the whole a slight tendency to decline; that wages per 
head show a tendency to rise. But all the indications are 
that the proportion of the total income which goes to capital 
is becoming greater, not less. If Professor Moore's figures 
were representative, they would show that the proportion 
is becoming less, not greater. Much more evidence than 
he brings is needed to prove that there is a tendency so 
inconsistent with what we observe on all sides. 

The most significant part of all this reasoning is in its social 
bearings. Professor Moore concludes that " if a collectivist 
state is to have any degree of stability, the principles fol- 
lowed in the apportionment of labor and capital in production 
and in the distribution of the product of industry must be the 
same in the collectivist state as in the present industrial 
state " (page 191; the italics are mine). Possibly this can 
be proved as regards the distribution of income among 
workers of varying abilities. It raises questions, to be 
sure, about the necessity of giving high reward in order to 
induce the fullest exertion of ability, on which the socialist 
has some strong grounds for differing with Professor Moore. 
But in any case the reasoning bears only on the contribu- 
tions of workers, not on those of all the " factors of pro- 
duction." In Professor Clark's own writings, there is not 
infrequently a smooth transition from the workers who 
contribute to the " factors " which contribute, — from 
human beings to capital and land; and there is a doctrine, 
more or less explicitly put forth, that the grounds which 
are supposed to make it just that a worker should be paid 
in proportion to his product make it just that the owner 
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of a factor of production should also be paid in proportion 
to its " product." The same statement, or at least impli- 
cation, appears in Professor Moore's closing pages. His 
discussion is brief, and I am not sure precisely how far and 
in what form he would deduce this social consequence. It 
seems to me an unwarranted one, even granting the specific- 
productivity premise. 1 If we are to prove the " solidarity 
of industry " and the inevitableness of such distribution of 
wealth as appears in our modern societies, we must use 
reasoning more effective than this. Possibly the specific- 
product theory, stated with care, serves to explain distri- 
bution under the system of private property; the differences 
between those who accept the theory and those who do not 
may be at bottom only on matters of phraseology. But at 
the very best it can serve only as an analysis of the existing 
situation, not as a defense. My most serious quarrel with 
it is in that sort of justification of things as they are which 
Professor Moore's closing paragraphs seem to endorse. 

F. W. Taussig. 

Harvabd Untvebsitt. 



1 As was long ago pointed out by Professor Carver, when reviewing Professor 
dark's Distribution of Wealth, in this Journal, vol. rv, p. 579. 



